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ECONOMY GROWS FOR 26TH MONTH 

PRICES FALLING - SLIGHTLY
JOB INCREASE SLOWS

Houston's economy grew again in February for the twenty-sixth consecutive month as the PMI registered 59.0 for the month. January's torrid pace slowed in February as the Sales, Production and Employment components of the PMI were all decidedly positive but lost some of the acceleration rate reported a month earlier.

Still, forty-seven per cent of those contributing to the February survey reported increases in their firms' Sales for the past thirty days, while only twenty-one per cent saw decreases in their companies' Sales rates over the same period. Comments from several survey respondents reflect very upbeat Sales forecasts for the present quarter and for much of the year.  

The Production index slowed its growth rate in February from January's 29 to 14 for the past month. Thirty per cent of Houston's supply chain pros reported Production increases compared with thirty-six per cent so reporting in January. Meanwhile, sixteen percent saw Production dropping in February compared to just seven per cent in January.

Employment in Houston continued to increase, according to survey respondents, for the fifteenth consecutive month, although at a somewhat reduced rate from that reported for January. Nineteen per cent of the reports received showed new jobs added in February while only four per cent reflected net job losses for the month. That is the lowest number of firms reporting lower employment in several years.  

Purchases also slowed noticeably over the past month as forty-four per cent of survey participants found that the rate of new purchases was leveled after the steep increase in January. The February rate was still on the plus side as twice as many organizations increased their procurement as reduced theirs.

Prices were still reported as rising by fifty-four per cent of those responding while only two per cent witnessed overall cost decreases. Several survey contributors, however, reported new instances of price leveling, and in some cases reported noticeable drops in the prices they paid in February. A higher number of those seeing price decreases should appear over the next few months, particularly in metals. 

Lead Times showed little movement overall, even though some shipping schedule relief was reported, and inventories were nearly flat for the month, after significant attempts to increase inventories were seen in January.

Items in short supply: Aluminum cans, PFA, PVDF, dispersions, steel, contract specialists, roller bearings, machined parts, air operated valves, pumps & pump parts, titanium in bar & sheet, rigs – inland barge, land & work-over, TiO2, plasticizer, co-poly resin, desktop computers, fan kits for computers, steel pipe, stainless, aluminum heated products.  

Prices on the UP side: Steel & related products – surcharge, paper products, vaccines, SS fasteners, fuel, chemicals, pumps and pump parts, acrylic tube, plastic valves, rig rates, plastic resins, thermoset resins, pipe & fittings, lube oil, poly bags, paper bags, line haul, tires, maintenance, aluminum, stainless.  

Prices on the DOWN side:  Carbon steel products, fuel, commodity products, PCBA’s, services, castings, OCTG, pipe & line pipe, steel scrap, computers & components. 

COMMENTS FROM SURVEY PARTICIPANTS

"Production is starting to catch up to Sales."

"Very busy – looks like the first half (of the) year is going to be very good."

"Had a abnormally good December.   Year has started off good.  Working to enhance & hone procedures.  Working hard to achieve electronic, B to B purchasing." (Business to Business)

"All prices are on the up side."

“Good, knowledgeable people are in short supply.”

"Purchasing activity very heavy in support of a strong backlog.   Sales for the month were down, but we are still forecasting good future bookings."  

"Metals pricing continues to increase – metals supply has eased somewhat."

"Vehicle crushing/recycling vendors along the Mexican border are in short supply."

"Demand for pipe and line pipe and OCTG has softened some from last quarter and the prices are down slightly." 

 "Production has decreased due to operational issues – the outlook for this quarter is good.  A few employees have left for other job opportunities." 

"Another bad month, capital still on hold, beginning to look at reducing personal."

"January was great!  February is very slow."

“We are already trying to develop alternatives to importation through West Coast ports, as volumes continue to increase with no substantive infrastructure improvement.”

“Getting concerned that major pipe purchases may become more troublesome due to word-wide steel market conditions.”

“Need to gain efficencies internally with the team we have.   Cannot afford to hire or make major purchases.”

"Business is strong.   Domestic drilling activity is up.”

"Inventory holes are sending customers shopping as raw material is still in tight supply."

                                                    FEBRUARY                                                Index 2004/2005 (9 months)
	
	UP
	SAME
	DOWN
	N/A
	
	JUN
	JULY
	AUG
	SEP
	OCT
	NOV
	DEC
	JAN
	FEB
	
	

	 Sales
	47%
	23%
	21%
	09%
	
	+31
	+52
	+33
	+40
	+48
	+21
	+21
	+46
	+26
	
	

	 Production
	30%
	24%
	16%
	30%
	
	+33
	+40
	+37
	+24
	+11
	+19
	+17
	+29
	+14
	
	

	 Employment
	19%
	77%
	04%
	00%
	
	+02
	+23
	+27
	+17
	+15
	+12
	+16
	+25
	+15
	
	

	 Purchases
	37%
	44%
	19%
	00%
	
	+38
	+37
	+31
	+40
	+26
	+26
	+29
	+38
	+18
	
	

	 Prices Paid 

 (Major Purchases)
	54%
	44%
	02%
	00%
	
	+51
	+52
	+53
	+51
	+52
	+63
	+65
	+54
	+52
	
	

	Lead Times (from      Sellers)
	42%
	51%
	07%
	00%
	
	+49
	+44
	+45
	+31
	+42
	+40
	+44
	+32
	+35

	 Purchased Inventory 
	14%
	37%
	12%
	37%
	
	+04
	+06
	+17
	+06
	+17
	+02
	-02
	+26
	+02

	Finished Goods  Inventory
	19%
	30%
	21%
	30%
	
	+07
	+06
	00
	-13
	+03
	-14
	-02
	+09
	-02


(Note: Each monthly index was calculated by subtracting the "DOWN" percentage from the "UP" percentage.  The indices are not seasonally adjusted.)

	NAPM - Houston
	03/04
	04/04
	05/04
	06/04
	07/04
	08/04
	09/04
	10/04
	11/04
	12/04
	01/05
	02/05

	Composite PMI
	63.1
	64.6
	62.9
	60.5
	64.4
	62.8
	62.7
	60.2
	60.8
	60.5
	61.7
	59.0


A reading above 50 indicates that the Houston economy is generally expanding; a reading below 50 indicates that it is generally contracting.












